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Colombia's economy expanded by nearly 6% in 1994, representing a significant increase over 1993.
Price increases as well remained fairly moderate throughout the year, although the government
failed to meet its original target of below-20% inflation. According to preliminary government
estimates, the GDP grew by a hefty 5.7% last year, representing more than half a percentage point
increase compared with 1993, when the economy expanded by 5.16%.
Most economic sectors registered substantial growth during the year. The largest increase was in the
construction sector, which grew by about 12%. The financial sector took second place, with an 11.7%
expansion; followed by electricity, gas, and water generation, up 7.4%; transportation, warehousing,
and communications, up 6.1%; and commerce, restaurants, and hotels, up 5.1%. The industrial sector
which accounts for more than one- fifth of Colombia's economy grew by a healthy 5% during the
year. By subsector, the iron and steel industries increased the most, by about 14%. Output in the
porcelain, plastics, and printing sectors also grew substantially last year. All told, the government
says 154,000 new jobs were created in the industrial sector during 1994.
The agricultural sector which contributes just under 20% of GDP also grew by about 3.8% in 1994.
That growth, however, excludes coffee output, which dropped markedly last year. In the 1992-1993
harvest, coffee production had already fallen by about 13% to 14.9 million 132-pound bags. But in
the 1993-1994 harvest, output plummeted by 24% to just 11.4 million sacks. Record-low international
prices until late 1993 had discouraged coffee growers from reinvesting in their farms, which accounts
for the drop in output.
Notwithstanding the production slump, however, a boom in world prices last year led to a marked
surge in earnings from coffee exports, which continue to be Colombia's principal foreign exchange
earner. In fact, the growth in coffee income combined with a hefty increase in earnings from other
exports greatly contributed to the jump in GDP in 1994. Although year-end statistics are not yet
available, during the first nine months of the year Colombia earned US$1.324 billion from coffee
sales abroad, representing a whopping 72% jump compared with the same time period in 1993,
when the country earned US$771 million. Higher world prices for coal and nickel also led to a
noteworthy hike in income for those products last year. Coal earnings grew 7.4% in the JanuarySeptember period, from US$391 million in 1993 to US$420 million, and nickel earnings rose 9%, from
US$78 million to US$85 million.
The value of nontraditional exports as well grew substantially last year, increasing by 7.4% in the
first nine months of 1994 to US$3.214 billion, up from US$2.993 billion in the same period in 1993.
All nontraditionals taken together now account for 54% of the country's total export earnings.
Among the most important nontraditional exports are semiprecious gems, fruits, fresh cut flowers,
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plastics, and clothing. All told, exports earned US$5.943 billion in the January- September period,
representing a 13% increase compared with the same period in 1993, when exports earned US$5.280
billion. Notwithstanding the positive export performance, a surge in imports largely offset the
increase in export income.
The value of imports jumped by 19% in the January-September period, from US$7.267 billion to
US$8.664 billion, pushing the trade deficit for the first nine months of 1994 to US$2.721 billion.
In part, government efforts to lower tariffs and open the domestic market to foreign competition
contributed to the growth in imports last year. However, the main factor aggravating the trade
deficit is overvaluation of local currency, which fueled demand for imported goods last year while
undercutting the export sector. Indeed, throughout most of 1994, exporters complained that the
overvalued peso hurt the price competitiveness of their products on world markets.
President Ernesto Samper, who took office in August, had promised to devalue local currency by
13.8% during the first months of his administration to provide incentives for exporters. Nevertheless,
the commercial exchange rate for the peso only slid by a total of 5% against the dollar throughout
all of 1994, despite a nominal 12% devaluation in the official exchange rate during the year. As a
result, in the last quarter of the year the Central Bank began buying dollars to avoid a revaluation
of the peso, and in December the Samper administration announced a new export-promotion
program that will include a moderate but steady devaluation of local currency. The effects of these
efforts, however, will not become clear until sometime in 1995. Meanwhile, inflation remained fairly
moderate last year, with the consumer price index (CPI) increasing by 22.59%, virtually identical to
1993, when the CPI grew by 22.6%.
Still, the government failed to meet its original target for the year of 19% inflation. An abundance of
credit for consumption and investment led to a rapid expansion in domestic demand in 1994, which
particularly fueled inflation during the first half of the year. Overall, credit grew by 42% during 1994,
according preliminary statistics from the Central Bank. As a result, during the second semester,
the government reinforced its efforts to control the money supply, leading to a substantial rise in
interest rates. That kept inflation for the year from surpassing the 1993 level, but the government's
intervention was not aggressive enough to lower the CPI to the original 19% target. Moreover,
independent economists criticize the government for not exercising better price controls on the
goods and services for which it has decision-making power, such as utilities. Energy costs, for
example, rose by 28.5% during the year, almost 10 percentage points more than the original 19%
inflation target.
In 1995, the government has set a target of 18% inflation for the year, which the Samper
administration hopes to achieve through a "social pact" that it negotiated with business and labor
groups in December. The pact, which is modeled on the tripartite pacts negotiated annually in
Mexico, sets ceilings on price and wage hikes. The accord will remain in effect for two years. As part
of the pact, the government agreed to raise the country's minimum wage this year by 20.4%, from
US$123 per month to US$148. The measure is expected to benefit about four million workers who
now earn the minimum wage. In addition, the government has also agreed to substantially increase
the amount of state spending budgeted for social programs this year.
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The 1995 budget, approved by Congress in October, contains a total of US$21.6 billion, representing
a 20.5% increase compared with 1994. About 46% of the 1995 budget will go toward socialspending programs, up from 38% in 1994. The largest allotments are for education, health
services, development projects such as potable water and sewage systems, and sports and
recreation programs. The increase in social spending is considered a top priority under the Samper
administration, since the president campaigned on a promise to reduce poverty during last year's
elections. Since the mid-1980s, the number of people living below the poverty line has increased by
about one million, with at least half of Colombia's 33 million inhabitants now considered to be either
poor or "extremely poor" (see NotiSur, 06/23/94 and 08/04/94).
Indeed, government spending is essential to offset the effects of structural adjustment, since the
hefty growth in GDP over the past two years has not yet led to a decrease in the unemployment rate.
Open unemployment in urban areas remained frozen at 8% in 1994, the same as in 1993. In fact,
the Labor Ministry reports that in 1994, the rate of new jobs created by the economy slowed to just
3.3% in urban zones down from a rate of 5% in 1992 and 1993 since an increase in emigration from
rural areas aggravated employment problems in the cities. [Sources: UN's Economic Commission
for Latin America and the Caribbean (ECLAC), Balance Preliminar de la Economia de America
Latina y el Caribe 1994; Notimex, 10/31/94, 12/19/94; Colombian Economic Indicators Quarterly
Update, US Embassy (Bogota), 01/26/95; Inter Press Service, 12/03/94, 02/04/95; Spanish news service
EFE, 11/29/94, 01/02/95, 02/09/95; Agence France-Presse, 09/28/94, 10/18/94, 11/01/94, 11/03/94,
11/16/94, 11/30/94, 12/06/94, 12/08/94, 12/15/94, 12/20/94, 12/21/94, 12/27/94, 12/29/94, 01/02/95,
01/06/95, 01/17/95, 01/22/95, 01/25/95, 02/08/95, 02/19/95, 02/23/95; Reuter, 02/23/95,; New York
Times, 02/28/95]
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